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Today’s debate: Prescription drugs

Slashing drug prices for elderly

not as dif
| OUR VIEW [l

HMOs, buy at discount rates.

Here’s hard news from the old-age front: As
many as one in eight Medicare beneficiaries
say they’re forced to choose monthly between
medications and other household expenses
such as food. In a time of expanding drug us-
age, a senior’s out-of-pocket expenses easily
can surpass $100, $200, even $300 a month.

The problem stems from the failure of tradi-
tional Medicare to cover prescriptions. This
leaves almost 13 million older Americans with
no drug coverage at all. Even seniors who buy
independent coverage face huge costs. Only
three of the 10 federally approved Medigap
plans. include a drug benefit, and in two of
those, it amounts to only $500 a year.

The combination of poor coverage and in-
escapable need has made the elderly a profit-
able target for drug makers. According to a re-
port by congressional investigators, retail
prices charged for the five best-selling drugs
for seniors are on average twice the prices giv-
en to favored customers such as HMOs, which
negotiate volume discounts.

No wonder the industry expects another
year of 20% earnings growth. And no wonder
it vehemently opposes a fresh proposal to pro-
tect older Americans from high drug costs.
The idea is to let Medicare recipients purchase
prescription drugs at the discounted rates ne-
gotiated by large federal agencies. Those dis-
counts often exceed 50%.

The idea’s simplicity is hugely appealing. It
gives seniors access to affordable drugs at no
significant cost to taxpayers.

The industry says doing so will drive up
prices for everyone and force the industry to
cut back on innovation. And after spending
nearly $75 million in 1997 on Washington lob-
bying, plus $9.7 million in political contribu-
tions during the last election cycle, you can be
sure Congress will take that threat seriously.

Prices might indeed go up some. Congress’
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General Accounting Office concluded last
year that a similar but smaller plan to include
state governments in the federal purchasing
plan could raise prices. But by how much was
“uncertain,” ultimately depending on the skill
of negotiators. Likewise, innovation might suf-
fer. But the Food and Drug Administration is
approving new drugs at record rates, and to the
degree that drug companies need new drug
patents for income, it seems unlikely the flow
of new therapies would be inhibited for long,

The nation’s elderly need their medications,
and they need them at affordable prices. But if
it comes to matters of self-interest, every tax-
payer in the country might benefit. Healthier
seniors mean fewer surgeries, shorter hospital
stays and less long-term care, all of which are
more expensive than drugs and which are now
covered by federal health benefits.

Other proposals to add a traditional drug
benefit to Medicare contain huge direct costs
to taxpayers — $15 billion or more a year by
even conservative estimates. So if the alterna-
tive offers some protection for seniors without
costing taxpayers more than start-up costs,
why not explore it? Because billion-dollar
drug companies say they can’t live with it?
Millions of ailing elderly can’t do otherwise.



